Section 6.3. Transfer Taxes.

All sales ot transfer taxes, including stock transfer taxes, documernt recording fees, real
property transfer taxes, and excise taxes, arising out of orin connection with the consummation
of the transactions contemplated phereby shall be paid by Purchaser.

Section 6.4 preparation of Supporting Documents.

In addition 10 such actions as the parties may otherwise e required o take under this
Agreement of applicable law in order to consummate this Agreement and the transactions
contemplated hereby, the parties shall take such action, shall furnish such information, and shall
prepare, of cooperate 10 preparng, and exccute and deliver such certificates, agreements and
other instruments 25 the other party may reasonably request from time to time pefore, at of after
the Closing, with respect to compliance with the obligations of CareFirst, CEAC, or Purchaser in
connection with the Merger and the Conversion. AnY information sO furnished by the parties
shall be true, correct and complete 0 all material respects and shall not contain any untrue
statement of a material fact or omit to state material fact required 10 be stated therein OT
necessary to make the statements therein not misleading.

Section 6.5. Purchascr’s Slmrcholdcrs’ Meetings.

If a meeting of Purchaser’s shareholders is rtequired O comply with Purchaser’s
obligations under the rules of the NYSE, after the filing of the Plan of Conversion with the
appropriate state regulatory bodies and prior o any (inal hearing thereow, Purchaser will take all
steps necessary to duly call, give notice of, conven< and hold 2 meeting of its shareholders
(including filing with the SEC and mailing to its sharcholders the Purchaser Proxy Statement) for
the purpose of approving the stock issuance contemplated bY this Agreenment and the Merger and
for such other purposes as may be necessary or desirable in connection with effectuating the
transactions contemplated hercby and {hereby. Subject t0 applicable law, the fiduciary duties of
the directors (including (he duties of loyalty and care), and compliance DY Purchaser and CFAC
with the material terms and conditions of this Agreement, the Board of Directors of Purchaser
shall, if such vote is so required, recommend that its shareholders vole ia favor of and shall use
its Best Efforts o obtain amy necessary approval by the shareholders of Purchaser of the
foregoing. \

Section 6.0. SEC and Sharcholder Filings-

purchaser shall send to CareFirst copies of all public reports and materals as and when it
seands the same to Ut sharcholders of the SEC. :

Scction 6.7. Conscnts, W ailvers, Authorizations, elc.

(a)———%lach of CarcFirsl and Purchaser will use its Best Efforts 0 obtain all couscnts,
WalVers, authorizations, orders and approvals of and make all filings and registralions with, any
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govcmmental commission, board of other regulatory body or any third party, required for, or in
connection with, the performance by them of this Agreement and the consummation by them of
the transactions contemplated hereby, or as may be required in order not to accelerate, violate,
breach or terminate any agreement (0 which either party or any of their respective Subsidiaries
may be subject. Each party will cooperate fully with each other party in assisting it to obtain
such consents, authorizations, orders and approvals. The parties will not take any action which
could reasonably be anticipated to have the effect of delaying, impairing or impeding the receipt
of any required approvals, regulatory ot otherwise.

;: ':,. s
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Section 6.8. Droccss far Ap_proml&f_Convcrsiou of-P—r—imar"},-Gar-e-ﬂr—s&C—ompaniesnnd
DMerger. ' '

4 As soon as practicable after the date of this Agreement, the partics shall proceed with
the Primary Filines in the manncr set forth in this Section 6.8.

g_)__:z'f,_lgPrimary CareFirst Companies chall take all appropriate and necessary Ste€ps
and shall use their Best Efforts so that, immediately prior to the Merger, the Primary CareFirst
Companies shall convert from non-stock membership corporations to stock corporations and
from not-for-profit status to for-profit status (collectively, the “Conversion”). Without limiting
(he_generality of the fareaoing, he Primacy Care[lirst Companies shall within 30 days after
the date of this Agrcement CAUSE a plan of conversion in substantially the form set forth in
Appendix H (the €Plan of Conversion”) to be filed with (i) themw
under _the Maryland Acquisition_of Nonprofit Health Entitics _Act, (i) the D.C.
Superintendent and the Corporation Counsel of the District of Columbia under the District
of Columbia Hospital and Medical Services Corporation Act and the District of Columbia
Health Care Entity Conversion Act, and (i) thie Delaware S,Qmmissioner or such other
Delmwvare authority as may he appropriate. In connection with the Conversion, CareFirst
shall apply for the DPrivate Leticr Ruling. Prior to the submission of such ruling request,
CareFirst will consull with Purchaser regarding the pertinent (actual representations 1O be made
1 connection with such ruling request and subscquent supplemental submissions.
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() The Primnr@rcFirst Companics shall take all appropriate and necessary
stens_and shall use their Best Efforts to (i) causc the United States CONZLESS to enact
legislation that permits BCBS-NCA_{o be rM
corporation under the District of Columbia Nonprofit Corpaorations Act and (i) cause the
!e'Oisiature of Delaware 10 cnact leg islation_that permits BCBSD to convert to a stock

orporation. Purchaser shall cooperate and assist in these legislative efforts in_such

c
manner as g;argFirgt may reasgnatglv request.

() g:urchag_g_r'ghnll within 30 days alter the date of this Acrecment make (0 mg
filing that it is required o make under the Maryland Acquisition of Nonprofit Health

Entities Act, and (ii) the “Form A” reculatory filines that it is required to make with the
Q’Inglnng Administrntion. the D.C. ﬁg_pcrintcndcnt and the Delawarg gggmmigsigner.
Purchaser and CarcFirst will seek to combingin a sinele joint filing the filings that ecach is
required to make under the Marvland Acquisition ofNo‘nproﬁtHg_ﬂ_]t,\LE,nﬁ_tj_e_L&CL

(d) Carelirst and Purchaser shall reasonably coopirale with reaard o the content

ol the (linvs referred 10 10 <ubparagraphs () and (c)_and shall submil all such flings and
7 {eSLLINONY, _\\;jg,\_gs,s__l_i_gtgz and ___QplwcrMs;_i,milar__maL@x_‘ials relating LO_l-h—E—he-a—Fi—ﬁ"jﬂn v licaring in

hearin ) al sany hiearing i

connection with such filings 19 the othgrtor s rg:\'ic_\_‘_.f_prior 0 ﬁliug;—}lw%asef-ag{ees—ke-aﬁﬁea-\

Any_hearing in conncction with _the filings referred to in suhnnraornphs (2) and () is’

herein referrcd to as «“{Jearing.” The parties will seck to combine (i) any Hearing on the
Conversion with any Hearing 00 the Merger under the Marviand Acquisition of Nonprofit
F.ntities Act, and (i) any Hearing with respect to the Conyersion of any Primary CarcFirst
Company_with the corrchondino Form A Hearing with _respect to the acquisition of
control of such company, and in this event the partics <hall prosecufe and conduct such
combined Hearing_jointly. 1n _addition. the_parties will_seek to have the appropriafe
reoulators in Maryland, thie District of Columbia and Delawarc conduct a single combined
Hearing on the Conversion and the Merger, and in this event the parties shall nrosceutc
and conduct such combined hiearing jointly. Otherwise, cach party shall prosecute and
Mrino with respect to the filing that it is responsible for under suhonrnﬂrm')h
(a) or (), resncctivclv.ﬂch party ywill cooperate and coordinate with the ofher with
respect 1o any [{earing. Subiject to cach _party’s right to terminate pursuant to Section
8. 1(h), CareFirst and Purchaser cach agree {0 appeal (if they have standing €0 do s0) any
adverse findings in conneclion with any orders issued as 3 result of any Hearing, to usc their
best efforts in pursuing such appeal, and to reasonably coopcrat with regard 10 such appeals,

Section 6.9. Liability; Iodemaification.
From and until six years after the Effective Time:

(2) CareFirst shall, and Purchaser shall cause CareFirst and the CareFirsl Subsidiaries
to, keep in (ull force and cffect any provisions in their respective charters and bylaws providing
(or immunily [rom monctary liability for, cxculpation of liability for, and {ndemuification of,
present or former trustees, directors, officers, fiduciarics, cmployeces oOf agents as in cflfect
mmediately prior 10 the Closing, which provisions will not be amended, repealed or othenwvise
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modified except as required by applicable law, or except for changes permitted by law thal
would enlarge the rights under such provisions ot would not adversely affect the rights
thereunder of individuals who, on or prior Lo the Closing Date, were trustees, directors, officers,
fiduciaries, employees Ot agents of CareFirst or the CareFirst Subsidiaries, as the case.may be.

o) CareFirst shall, and Purchaser shall cause CareFirst and the CareFirst Subsidiaries
to, maintain in effect, liability insurance against claims asserted based on acts oOr ornissions
occurring at or prior to the Closing covernng those persons who are currently covered DY
CareFirst’s or the CareFirst Subsidiares’ (as the case may be) liability insurance policy of
policies, o1 terms substantially as favorable as the terms of such insurance coverage in effect as
of the Closing Date. ' '

(<) In the event Purchaser, CareFirst or any CareFicst Company or any of their
respective successors of assigns (1) consolidates with of merges into any other person and s not
the continuing of surviving corporation ot entity of such consolidation or Merger or (ii) transfers
all or substantially all of their respective propertics and assels to any persom {hen, and in each
such case, proper provision will be made so that the successors and assigns of Purchaser,
CareFirst and any CareFirst Company, as the case may be, will assume the obligations set forth
in Sections 6.9(a) and (b) if they arc not otherwisc assumed by operationt of law.

(d) This Section 6.9: (i) will survive the Closing; (i) is intended to pencfit each
CareFirst Company’. and the individuals who at of before the Closing were (rustees, directors,
officers, fiduciancs, employees and agents of any CarcFirst Company, and their respective hetrs,
executors, administrators, rcprcscmatlvcs and successors; and (iii) 1s in addition 1o, and not in
substitution for, any other rights t0 immunity, exculpation, indemnification, contribution Of
insurance that any such individual may have by contract ot otherwise.

_Scctio'n 6.10. Hart-Scott-Rodino Notificatiod.

Each of CareFirst and purchaser shall prepare and file on a date agreed to by the partics 2
notification with the DOJ and the FIC as required by the HSR -Act. Purchaser shall pay any fees
required il connection with 2 notification under the HSR Act. Each party shall cooperate with
each other party in connection with the preparation of such notification, including sharing
information conceming sales and ownership and such other information as may be needed to
complete such notification. The parties further agree to cooperate with one another t0 the extent
necessary to comply with any requests by the DOJ or the FTC under the HSR Act for additional
iaformation arsing from the notificatior. Each party shall Keep confidential all information
about the other party obtained in connection with the preparation of such notification 0f response
to requests for additional information.

Section 60.11. Further Assurances.

Subject 0 the terms and conditions herein providcd, cach of CarefFurst and Purchaser
agrees Lo usc its Best Efforts Lo take, or causc 0 be taken, all actions, and to do, or cause o be
done, all things reasonably nceessarys proper or advisable to consummate and make cffective as




promptly 23 practicable the transactions contemplated by this Agreement, including (a) the
defending of 20y lawsuits Of other legal proceedings whether judicial ot administrative,
challenging this Agreement Of the consummation of the transactions contemplated hereby, ()
obtaining all g'ovemmemal consents acquired for the comsummation of the Merger, the
Counversion and the transactions contemplated hereby, and (©) making all necessary filings under
the HSR Act. Upon the tecms and subject to the conditions hereo f, each of the parties agrees t0
use its Best Efforts to take, or cause to be taken, all actions and to do, or cause to be done, all
thungs reasonably necessary 0 satisfy the other conditions of the Closing set forth herein. Each
party will consult with “counsel for the other party as 0, and will permit such counsel t0
participate in, at such other party's expense, any lawsuits of proceedings referred to 10 clause ()
above brought against any party. Incase at any time after the Effective Time any further action
is necessary Of desirable to carry oul the purposes of this Agreement the officers and directors of
the Surviving Corporationt shall take all such necessary action to the extent not inconsistent with
their other duties and obligations of applicable law.

Section 6.12. Public Announccments.

So long as this Agreement s in effect, each of CarcFirst and Purchaser shall not and shall
cause their affiliates not 0 issue Or cause the publication of any press release-ef——an—y—e&ie;i
announcement with—respestol disclosure relating 10 the—MergeL,_,{.he—-GefWef iem;this
Agreement ot {he transaclions contemplated W’:@F&h rehy without the prior consent
of the other partys cxcept where such release—of, announcement ol disclosure 1S required DY
applicable law ot pursuant o 3y listing agreement with, or the rules of regulations of, the SEC
or the NYSE, in which case each of CareFirst and Purchaser will permit review by {he other of
any such press release or announcement prior 10 its release Of filing and shall deliver
simultaneously 2 final copy of such release Of announcement t0 the other upon its release Of
filing. CareFirst and Purchaser agree to coordinate their initial press releases announcing the
execution of this Agreemcnt and to coordinate all subscquent p_r_g;s__&\,cﬂscs relating to this
Aarcement or the transactions contemplated hereby. Tor SO long as tlﬂw
MMM its affilintes will not issue OF cause the nublication of r\ny_mgtcrinl
Mg_g_s_,rgl,(;ﬂ_&-—’—‘nnounccment or disclosurgc with _respect to its business or_the actual _or
;\_n_tig'l,nﬂted results of its operations without first giving Purchaser an omm_r_ﬁlnitv to review
and commcnt o0 such releasc, nnnounccmcnt or disdosug_,,i_lnd upon the issuance of such

[glcﬂscL_L_‘lnr!O\xncemcnt or disclosure. gzarcFirst'wi\l simultaneouslv deliver 0 Purchaser d -

cony thereof. Notwithstnndina anything to the contr:_x_gv_ilg;_c_in or in_the Conﬁd@j@é
Agreement hetveen the par ics dated Sentember 71,2000, Purchascr may, in ifs discretions
u@_ﬂl_c_‘lﬁress releases and nublic disclosures, annguncgments or_other communicatio_n_s
that it deems necessary ot anpropriate in_responsc to press releases, public anwc,mgﬂiiv
disclosures OF c.omm'ugi_g;_ltions made by any person that seeks 10 (1) contest, onpose 9ot
disparage {he ~transactions contL_mp\ntcd by this Aprcement, whether hefore the
apn-ronrintg_rgﬂu\ntorv authoritics 0C otherwise, (2) solicit OT influence votes of Du rchaser's
<harcholders against such transactions or (3)_submit 2 Merger Proposal (as defined in
Section 0.14) 10 Carellirst.
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Scction 6.13. Appointment of Dircctors of Purchaser.

Purchaser will cause Grethe Chiel Exccutive Officer of CareFirst_and four other
persons who are members of the Board of Directors of CareFirst on the date hereof (selected by
mutual agreement of the parties) to be elected or appointed as directors of Purchaser immediately
following the Effective Time.

Section 6.14. Non-Soliqitation.

So long as this Agreement is in effect, no CareFirst Company shall, and each shall use its
Best Efforts to cause its representatives not to, directly or indirectly, solicit, initiate, cNCOUrAZC,
or induce any proposal rom a third party regarding 2 purchase, affiliation, or lease of all or a
material part of the assets of CareFirst, whether by sale of capital stock, merger, consolidation,
sale or lease of material assets, affiliation, joint venture, Of other material transaction (a “Merger
Proposal™). Neither the foregoing prohibition nor any other provision of this Agreement shall be
interpreted to prohibit CareFirst from (2) making any disclosure of information required by law,
or (b) providing information regarding CareFirst to, of negotiating with, any third party
(provided such party is subject to an executed confidentiality agrecment 1o less restrictive than
the Counfidentiality Acrcement between thie partics dated September 21, 2000) that makes an
unsolicited written Merger Proposal; provided, however, that prior to any such action referred (0
in clause (o), (i) the Board of Directors of CareFirst shall nave determined in good faith after
consultation with 1ts outside legal counsel and financial advisors that such Merger Proposal, if
accepted by CareFirst on substantially the terms presented, is likely to be consummated and
would, if consummated, result in a transaction superior 1O the oné& contemplated by this
Agreement after taking into account all relevant factors, including, without limitation, the
consideration to be received pursuant 1o such Merger Proposal (any such superior Merger
Proposal being referred to herein as a “Superior proposal”) and (i) CareFirst shall have promptly
informed Purchaser of any such Merger Proposal-and, shall have delivered a copy of the Merger
Proposal _{o Purchascr, efand shall otherwise lave disclosed to Purchaser_all the material
terms of the Merger Proposal;—te—P-ufel-wsef.

Section 6.15. Resale Registration Staterment.

As-eeea-as—prae&eableﬂaﬁe&{ae‘éage—e%s%gree{ﬂeag—?urchaser-shalfl—ﬁJ:er\*%&h—the—S-EG
and shall use its Best Efforts to have cleareddeclared effective by the SEC_effective
immediately after Closing, the Resale Registration Statement to register under the Securities
Act the shares of Purchaser’s Class A Common Stock to be issued in the Merger for resale by the
Tax-Exempt Entities—afesthe-Closiag. CareFirst will provide all information, financial and
otherwise, concerning CareFirst as may be needed in the Resale Registration Statement.
purchaser and CarcFirst shall use their Best Efforts to comply, prior to the Effective Time, with
all applicable requirements of federal and stale securitics laws in comnection with the Merger and
the issuance of purchaser's Class A Common Stock in connection therewith.  In addition,
purchaser shall promptly (ile all appropriale applications with the  NYSE o have the
purchaser’s Class A Common Slock approved for listing on the NV SE upon notice of issuance,

All resales of Purchaser’s Class A Common Siock by auy Tax Fyempt Eotity: subject to thie
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Voting Trust Agreement described inAchndi,\' T shall be made in compliaunce with such
Voting Trust Agrcement.

Section 6.16. Transaction Objectives.

After the Closing, CareFirst and Purchaser shall use their respective Best Efforts 0
achieve the following objectives: '

(® create an enterprise that reflects and takes advantage of the proportionate.
strengths, contributions, resOUICEs and prospects of each of the parties in 2
logical, progressive step consistent with sound business practice;

(i)  enhance the offerng of competitive Blue Cross Blue Shield and other
related health car€ products for Delawarg, the District of Columbia,
Maryland and Virginia;

(i11) provide te—a—significant pe&ien——e{‘——Hie-—‘r\—'e(k{erc—e—eg—me-—(:—areﬁ;s&
Gempaﬁies—c-en&iﬂueé—cmpioymcnt within cach—Company-sthe current
service ared of each Primary_€arc First _Company, as well as

opporturiitics for employment with other of the parties within the entire
area serviced by the parties, collectively;

(iv) created collective cnterprise that will provide additional financial strength
for the customers of each of the parties, will allow each of the parties

access to necessary capital to support strategic initiatives and will position
the collective eqterprisc as a more significant regional competilor;

() allow the Pomary CareFirst Gempanies[_n_sy_l:_qj {o continue as separatc -
corporations subject to local rcguiationandaki{h-a—sigﬂiﬁeam—ie:éel—of—lec-ai
epemtieaai—c—en&:e&;

(vi) create an organizational structure for the pPomary CareFirst lnsurers that
retainsseeks (0 retain key employees of each; and

(vil) ~ cause, allow and assist the Pnimary CareFirst Insurers to continue to
maintain 2 significant presence within their respective jurisdictions,
including the operation of facilities located in each jurisdiction, and the

provision of products and services 0 residents 10 their respective
jurisdictions.

Section 6.17. Advisory Boards.
An  Advisory Board will be formed  for cach of the Primary Carelirst

Companiesnsurcrs. Cach individual who serves as a director of onc those companics at
Closing will, subject 10 such person’s acceptance of such appointment, serve on e Advisory

nnuz.-\BSJGSJ,53/1/01




Board for that company; and the current direclors of CareFirst who do not currently secve on the
Boards of any Primary CareFirst Insurer will, subject t0 such person’s acceptance of such
appointment, be appo'mted to serve on one of the Advisory Boards, as designated by CareFirst.
Each Advisory Board will provide guidance to its respective company regarding the company’s
celationship with subscribers (both group and NON-Eroup), providers and the general public.
Each director appointed to an Advisory Board shall serve for a term of two years from the
Closing on the same terms and conditions currently applicable to such individual’s service on the
Board of Directors of any Primary CareFirst Company 35 of the date of this Agreement.'

Section 6.18. Magnagement Responsibility-

(To come.]

Scction 0.19. Employec Beaefits.

(To come. One of the items will be that we need an acknowledgement from Purchaser
(hat CareFirst is subject to certain existing agrecements under its Business Affiliation Agreement
dated as of December 23,1998 (March 22, 2000 2] with BCBSD, including agreements set forth
in Section 7.5 thereof relating to benefit plans and compensation matters and that Purchascr
agrees to be bound by the terms of such agreements.}

Section 6.20. Carclirst FinancialIn formation.

() So long as this Agreement is in c(fcct‘_grcﬁrst shall furnish to Purchaser
within 30 _days after the end of each fiscal quarter _or ycar, as app_lig_i_lblg_gu:\rtcrlv
unaudited and annual audited consolidated financial statements of CarcFirst and_the
CarcFirst Companies in the form that Carcllirst would be required to file quacterly
unaudited and annual audited financial statement with thie SEC if CarcFirsterc stock :
company that was required to file neriodic reports with the SEC under Section 13 of the
Securities Exchange Act of 1934 (such {inancial statements beine herein referred to as the
“CareFirst SEC Statements”). The CarcFirst SEC Statement hall be tru and_correct in
all material r¢e nects, shall he prepared in accordance with GAAP, consistently_g_p_p_ic_(i
throughout the periods covered DY such statements (except _as may bej_tgig_d_,m.ib&
Ments), and shall present fairly in accordance with GAAD in
all material _respects the consolidated financial gggitign and ggngglidated results of
operations of CareFirund the Carclirst Companies at the dat and for th yeriods
covered thereby, subject in the €as¢ ofmrtemM
recurring vcar-cnﬂdiustmcnts. Carelfirst sh:\lljubliclv M
Statements at a date mutually agreed by CarcFirst a nd Purchaser; nrovided, hOWEVCL, that
nothing in this Section 0.20 shall_prohibit Carelirst from making any reculatory filing
required by law, '

() So long as {his Agrccment is in offect, (D) CarcFirst shall simul(:\ncouslv with
{he filing hereol, furnish Lo Purchascr _all financial statements filed bhy_anxy Carclirst
Company. with_the Maryiand Administration the D.C.jﬂpcrinlcndcu(, (e Delawatc
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_Commissioncr. or the Virginia State Corporation Commissions and (M‘Cmmﬁ—m—ﬂa
within_seven days of the receipt thereof, furnish _to Purchaser any report of examination
gﬁnangial,_m,ﬂrket conduct OC othcrwise\ nertaining to 20V CareRirst S;Qmpanv‘is_wedm
the Maryland Adminiﬁgﬁtion. the D.C. Suncrintcndent, the Delaware Commissioner, OF

he Virginia tate Corporation Commission.

ARTICLE Vi

Conditions

Section 7.1- Conditions to Each Party's Oblicatious.

The respective obligation of cach party 10 offect the Merger and the other {ransactions o
be effected contemporaneous with or as @ result of the Merger shall be subject 10 the fulfillment
at or prior L0 the Effective Time of the following conditions:

(a) Counversiolt. The Conversion shall have occurred substantially on the terms sct
forth on Aggendix A or ou such _other {erms_that do not reducc the valuc OF benefits of the
transaction to Purchiascr.

() Sharelolder Approval. 1{ cequired, this Agreement and the Merget shall have
been approved at of prior 0 the Effective Time by the requisite vote of the shareholders of
Purchaser in accordance with generally applicable law and the Certificate of [ncorporation and
Bylaws of Purchaser. ' :

(©) No Injunctioit No ordet, statute, rule, rcgulatibn, executive order, stay, decree,
judgment Ot injunction shall have been enacted, entered, pcomulgated or enforced by any court
or govcmmemal authority which prohibits of prevents the eensameieﬁconsummntion of the
transactions contemplated hercby and which has not been stayed of vacated by the Effective
Time. Each of CareFurst, CEAC, and Purchaser shall use its Best Efforts and shall cooperate
with each other.to have any such order, statute, rule, regulation, executive order, stay, decree,
judgment Ot injunction vacated, lifted of stayed. '

(d) HSR Act. ADY waiting period applicable 10 the Merger under the HSR Act shall
have expired of earlier termination (hereof shall have peen granted.

(e) NYSE Listing. The Purchaser's Class A Common Stock issuable in the Merger
shall have been approved for listing on the NYSE upon notice of issuance.

D Consent of State Regulators. All consents of the Maryland Administration, the
D.C Supcrimcndcm, the Delawarc Commission and any other appropriakc state regulatory
podies that arc required O consummate the (ransaclions conlcmp\atcd hereby shall have been

obtained pursuant 10 orders which by thetr respective erms do not tmposc any Materially
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